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Defense  Contract  Audit  Agency/Cameron  Station,  Alexandria,  VA  22314 


was  presented  the  William  B.  Petty  Award  by  Mrs.  William  B.  Petty  and  DCAA  Director  C.  O. 
Starrett,  Jr.  at  a special  ceremony  during  the  Olive  Branch  IV  Conference.  Mrs.  Petty,  wife  of 
the  late  William  B.  Petty,  DCAA’s  first  director,  and  her  children  were  special  guests  at  the 


ceremony. 

Hungate  receives  first  Petty  Award 


Richard  A.  “Al”  Hungate,  branch  manager  at  the 
Chicago  Region’s  Chicago  Mobile  Branch  Office,  was 
presented  the  first  annual  William  B.  Petty  Award  for 
Management  Excellence  during  a ceremony  at  the 
Olive  Branch  IV  conference,  April  16-18. 

Hungate  was  recognized  for  his  consistently 
outstanding  leadership  and  professional  ability  in 
managing  field  audit  activities  and  contributions  to 
management  activities  of  DCAA  as  a whole. 

“As  a direct  result  of  his  personal  dedication  and 
ability,  he  built,  motivated  and  directed  an  audit  work 
force  committed  to  quality  performance,”  states  the 


citation  Hungate  received.  “Mr.  Hungate  not  only 
concentrated  his  attention  on  getting  the  most  out  of 
his  unit,  but  has  also  been  a strong  advocate  and 
forerunner  in  utilizing  the  application  of  computer 
technology  to  audit  work.  Of  particular  significance 
were  his  pioneering  efforts  in  using  microcomputers 
to  perform  pricing  reviews  and  other  similar  audit 
activities.” 

In  accepting  the  award,  Hungate  noted  that 
accomplishments  in  management  are  a reflection  of 
what  a group  can  achieve  based  on  mutual  support  for 
a common  goal. 
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Director’s  message 


I found  this  year’s  Olive  Branch  Conference  very  exciting,  in  that  we  had  attendees  representing  all 
organizational  elements  of  this  Agency.  The  attendees  were  men  and  women  who  are,  on  a daily  basis, 
performing  the  audits  and  services  which  this  Agency  is  all  about.  The  past  three  Olive  Branch  conferences 
have  been  attended  by  primarily  audit  managers  but  in  this  conference  we  included  administrative 
supervisors  from  various  offices,  supervisory  auditors,  FAO  managers,  RAMs  and  Agency  executives.  This 
representative  group  was  invited  to  Olive  Branch  because  I thought  it  was  imperative  that  we  discuss 
challenges,  problems,  and  concerns,  this  organization  may  face.  One  of  the  pitfalls  most  often  expressed  in 
management  studies  and  theories  is  that  organizational  leaders  and  executives  become  too  far  removed 
from  the  people  who  are  actually  performing  the  work  and  responsible  for  implementing  policy.  We  want  to 
assure  in  this  Agency  that  we  keep  open  all  possible  lines  of  communication  so  that  the  ideas,  thoughts, 
and  values  from  all  of  you  are  included  in  the  management  of  the  Agency. 

The  theme  of  the  Olive  Branch  Conference  was  audit  quality.  Although  this  Agency  has  to  contend  with 
staffing  and  funding  constraints  which  force  us  to  take  risks,  this  does  not  mean  that  we  have  abandoned 
or  ignored  performing  quality  audits  in  accordance  with  the  standards  of  our  profession.  It  is  the 
performance  of  quality  audits  and  services  that  has  made  this  Agency  a great  one.  However,  we  must  look 
for  ways  to  assure  that  this  quality  of  work  continues.  This  is  a difficult  task  we  all  share. 

We  can  not  take  an  approach  that  problems  could  be  readily  solved  by  additional  resources.  I think  all  of 
us  must  recognize  that  obtaining  resources  is  subject  to  external  influences  and  we  may  never  have  all  the 
resources  necessary  to  do  all  the  audits  in  the  way  we  would  like.  However,  with  the  increase  of  more  than 
400  auditors  in  this  and  last  year,  we  have  an  excellent  opportunity  to  better  the  audit  quality. 

As  I mentioned  earlier,  it  is  the  history  and  purpose  of  Olive  Branch  conferences  to  gather  a broad  base 
of  DCAA  talent  together  to  exchange  ideas  on  improving  the  quality  performance  of  the  Agency  product. 
Please  note  that  I have  used  the  phrase  “Quality  Performance”.  We  are  not  talking  about  two  separate 
items  called  “Quality  ” and  “Performance”.  We  can  not  have  one  without  the  other.  It  is  a nonexclusive 
collective  description  of  our  audit  product. 

The  Olive  Branch  concept  has  proven  to  be  successful.  I think  this  is  best  shown  by  our  adoption  of 
MAARS  which  started  from  suggestions  made  at  earlier  Olive  Branch  workshops.  Beyond  Olive  Branch, 
the  success  of  our  Agency  is  contingent  upon  everyone  contributing.  Everyone  has  a responsibility  in  the 
process  of  analyzing  and  suggesting  ideas.  Obviously  the  final  culmination  of  the  process,  e.g.,  new 
guidance,  policy,  etc.,  will  be  achieved  through  the  regular  management  channels.  But  at  the  critical,  initial 
stage,  everyone  has  a responsibility  and  a right  to  contribute  to  the  process.  Our  participative  management 
does  not  start  or  stop  at  conferences  like  Olive  Branch,  but  is  a daily  occurrence  that  provides  the 
innovative  ideas  for  improvement  that  will  keep  our  audit  agency  Number  One  in  its  field. 

The  results  of  Olive  Branch  IV  will  be  contained  in  future  DCAA  Bulletin  issues. 


C.  O.  STARRETT,  Jr. 
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Olive  Branch  IV:  audit  quality 


Ninety-three  DCAA  auditors  and  administrative 
personnel  descended  on  Olive  Branch,  Mississippi,  to 
participate  in  the  Fourth  Annual  Conference  and 
discuss  ways  of  improving  DCAA’s  performance  and 
audit  quality.  This  particular  Olive  Branch  session  was 
unique  because,  for  the  first  time,  administrative 
representatives,  staff  auditors  and  supervisory 
auditors  from  all  the  regions  and  the  field  detachment 
joined  with  field,  region,  and  Headquarters  managers 
to  consider  a number  of  critical  issues  pertinent  to 
DCAA’s  operation. 

The  Conference  theme  was  Audit  Quality  and 
Professor  Charles  O’Reilly,  University  of  California  at 
Berkeley,  gave  the  keynote  lecture  on  achieving 
organizational  goals  through  an  organization’s  cul- 
ture. Professor  O’Reilly  then  divided  the  attendees 
into  groups  to  identify  the  central  values  and  beliefs 
that  they  felt  characterize  DCAA’s  culture  in  the  area 
of  audit  quality,  and  the  attributes  and  behavior  that 
they  believe  are  rewarded  in  the  Agency.  This  set  the 
stage  for  further  study  of  specific  activities  relevant  to 
audit  quality. 

To  address  this  issue,  two  categories  of  workshops 
were  then  established  using  administrative  super- 
visors, staff  auditors,  supervisory  auditors,  FAO 
chiefs,  and  RAMs.  One  set  of  workshops  was  orga- 
nized on  the  vertical  lines  of  management,  with  each 
team  consisting  of  a RAM,  FAO  chiefs,  supervisory 
auditors,  staff  auditors,  and  administrative  super- 
visory personnel.  This  two  way  approach  was  utilized 
to  assure  that  the  problems  related  to  audit  quality 
would  be  thoroughly  considered  from  both  viewpoints. 

At  thq,  conclusion  of  the  workshops,  each  group 
presented  its  conclusions  on  ways  to  improve  audit 
quality.  A summary  of  the  consensus  items  is  as 
follows: 

• Reduce  the  ratio  of  auditors  to  supervisors. 

• Reduce  the  amount  of  paperwork  that  must  be 
handled  in  a FAO. 

• Reduce  the  emphasis  on  performance  statistics. 

• Expedite  the  acquisition  and  installation  of 
microcomputers. 

• Make  greater  use  of  administrative  type  personnel, 
paraprofessionals,  accounting  technicians,  to 
reduce  the  time  being  spent  by  auditors  on 
administrative  and  relatively  simple  audit  matters. 


• Streamline  some  of  our  requirements  and 
program  planning  procedures. 

• Review  administrative  grade  structure  for  the 
Office  of  the  Future. 

• Increase  use  of  technical  specialists. 

• Review  reports’  boilerplate  to  reduce  effort  and 
improve  report  quality. 

• Consider  having  a regional  focal  point  for 
administrative  matters. 

• Place  more  emphasis  on  the  ability  to  deal  with 
people  when  we  are  training  and  promoting  them 
to  be  supervisors. 

These  items  provide  some  diverse,  loosely  defined 
issues  for  review  to  determine  appropriate  Agency 
action  plans  that  can  be  taken  to  improve  the  quality 
of  our  audit  performance. 

In  the  months  to  come,  we  plan  to  have  articles  in 
The  Bulletin  which  will  indicate  the  actions  being 
taken  on  each  of  the  above  recommendations. 
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DCAA  employees  who  plan  to 
travel  to  the  west  coast  between 
July  9 and  Aug.  19  should  be 
aware  of  the  potential  problems 
that  may  exist  because  of  the 
Democratic  National  Convention, 
July  15-20,  in  San  Francisco,  and 
the  1984  Summer  Olympic  Games, 
July  28  - Aug.  12,  in  Los  Angeles. 

The  transportation  impact  of 
these  events,  as  well  as  the  avail- 
ability of  hotel/motel  accommoda- 
tions, will  be  felt  during  the  entire 
July  9 - Aug.  19  period. 

If  possible,  employees  may  want 
to  avoid  travel  to  the  west  coast 
during  this  time,  or  if  travel  is 
unavoidable,  make  reservations 
well  in  advance  of  scheduled  travel 
dates. 
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Olive  Branch  is  isolated  in  a rural  section  of  Mississippi  - about  30  miles  from  Memphis.  It  was 
opened  in  1 959  and  designed  as  a training  center. 


Olive  Branch  IV 


The  day  starts  at  7 am  when  the  attendees  join  each 
other  at  breakfast.  At  8 the  sessions  begin  - some  are 
held  in  the  main  auditorium  and  workshops  of  small 
groups  adjourn  to  class  rooms. 


The  Bulletin 


Page  5 


The  instructional  program  is  handled  by 
professionals.  Chuck  Scrofano  is  explaining  a 
new  procedure  he  is  testing  called  the  “ Great 
Management  Experiment.” 


Attendees  have  an  opportunity  to  discuss  their 
ideas  and  opinions  with  each  other  at  morning 
and  afternoon  coffee/soda  breaks. 


Each  evening  at  6 pm  attendees  socialize  in  the  main  hallway  to  renew  acquaintanceships, 
exchange  ideas,  and  catch  up  on  news.  Dinner  is  at  7 pm.  Preset  seating  arrangements 
provide  a congenial  atmosphere  for  attendees  with  different  experience  backgrounds  or 
geographical  locations  to  exchange  opinions  and  views. 
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The  Great 

Management 

Experiment 

By  Charles  A.  Scrofano 
Santa  Barbara  Branch  Manager 


Experimenting.  Isn’t  this  something  that  is  reserved 
for  those  engaged  in  the  scientific  profession?  Don’t 
we  associate  the  term  with  a sort  of  testing  performed 
by  chemists,  biologists,  physicists,  etc.  to  discover 
something  of  unknown  origin  or  test  a principle  for  the 
purpose  of  developing  a hypothesis? 

At  the  Santa  Barbara  Branch  Office,  such  an 
experiment  is  being  performed.  It  is  an  experiment  in 
participative  management  which  involves  all  employ- 
ees (auditors  and  administrative)  of  the  office. 

The  primary  objectives  of  the  experiment  are  to 
improve  the  quality  of  1.  employee  life  at  an  FAO,  and 
2.  audits.  Its  purpose  is  to  give  all  employees  a chance 
to  participate  in  determining  the  best  way  to  achieve 
common  goals.  Everyone  has  a say  at  suggesting  or 
recommending  better  ways  of  doing  things  at  the 
office.  Managers  and  supervisors  intently  listen  to  and 
evaluate  suggestions.  Where  it  can  be  demonstrated 
that  quality  of  life  or  audits  will  be  improved,  every 
effort  is  made  to  implement  employee  recommen- 
dations. 

How  does  the  process  work?  At  the  Santa  Barbara 
Branch  Office,  a “great  management  experiment” 
working  committee  (better  known  as  The  Committee) 
was  established  to  encourage  employees  to  submit 
their  ideas  and  recommendations  to  management, 
with  no  holds  barred  as  long  as  the  spirit  of  pro- 
fessionalism is  maintained.  Management  wants  to 
know  what  the  employees  have  to  say.  The  Committee 
consists  of  eight  workers  who  are  representative  of  all 
Santa  Barbara  Branch  Office  employees.  Its  member- 
ship includes  three  GS-12s,  one  GS-11  three  GS-9 
auditors,  and  one  GS-5  administrative  employee. 

Employees  are  encouraged  to  discuss  their  ideas, 
thoughts,  suggestions,  recommendations,  etc.  with 
Committee  members.  The  Committee  then  meets  as 
a group,  usually  on  a biweekly  basis,  to  discuss  and 
evaluate  employee  ideas  and  submit  recommendations 
for  improvements  to  the  branch  manager.  The  branch 


manager,  in  consultation  with  his  supervisors,  decides 
on  a course  of  action.  They  can  send  the  rec- 
ommendation back  to  The  Committee  for  additional 
work  (if  needed),  implement  the  recommendation,  or 
elevate  the  recommendation  to  the  Regional  Office  for 
review  and  evaluation  if  it  involves  a regional  or 
agency  policy  or  procedure.  The  key  point  is  that 
there  is  open  and  unstructured  communication  be- 
tween employees  and  management  and  immediate 
feedback  on  the  disposition  of  employee  recom- 
mendations to  all  parties  in  the  committee/ management 
process. 

What  are  some  of  the  topics  employees  voiced  their 
opinions  and/or  concerns  about?  Since  inception  of 
the  experiment  in  August  1983,  employees  submitted 
ideas  and  recommendations  in  support  functions, 
audit  and  management,  and  administrative  procedures. 

Support  Functions 

Recommendations  have  included  locating  a better 
facility  for  the  branch  office  when  the  current  lease 
expires  at  the  end  of  calendar  year  1983;  working  to 
obtain  better  office  space  at  a suboffice  location; 
purchasing  two  telecopier  machines  and  five  tele- 
phone answering  devices;  installing  sign-in  and  sign- 
out  boards  for  the  auditors;  and  exploring  better  ways 
of  obtaining  office  supplies. 

Audit  and  Management  Performance 

Recommendations  have  included 

• employees  participating  in  the  development  of 
FAO  goals  and  objectives; 

• rounding  of  costs  questioned  to  the  nearest  $100; 

• using  simplified  AAT/QM  workpaper, 

• excluding  standard  audit  programs  form  audit 
files  for  routine  assignments, 

• developing  standard  cross-reference  workpaper 

® maintaining  proforma  audit  programs  by  all 

auditors  for  reference  purposes, 

• streamlining  administrative  workpapers, 

• streamlining  annual  requirements  and  program 
plans, 

• providing  average  performance  rating  feedback 
scores  by  grade  to  all  employees, 

• performing  only  limited  reviews  of  small  dollar/low 
risk  firm-fixed-price  proposals, 

• suggesting  revisions  to  DAR,  CAS,  and  DCAAM, 
and 

• reviewing  the  need  for  audit  budget  hours  and  the 
recording  of  actual  hours  daily  and  by  program  step. 

— cont’d  next  page 
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— from  page  7 

How  does  the  branch  manager  feel  about  the 
experiment?  It  provides  a greatly  expanded  capability 
for  solving  problems.  Managers  have  always  had  the 
advice  and  counsel  of  superiors  and  immediate  sub- 
ordinates and,  occasionally,  other  employees,  one  at  a 
time,  for  solving  problems  and  developing  recom- 
mendations. This  results  in  most  problems  being 
solved  by  only  a few  people.  Under  the  experiment 
problems  can  now  be  solved  by  total  office  involve- 
ment. Of  course,  the  Branch  Manager  must  ascertain 
whether  the  significance  of  the  problem  warrants  the 
need  to  involve  everyone  in  its  solution.  At  the  Santa 
Barbara  Branch  Office,  it  boils  down  to  24  heads  being 
better  than  just  three  or  four. 

Administrative  Procedures 

Recommendations  include 

• more  efficient  processing  of  telephone  rate 
requests 

® annotating  contractor  names  on  FACS/MIS 
input  forms, 

• consolidating  or  eliminating  certain  routine- 
management  reports,  and 

• performing  periodic  employee  job  satisfaction 
surveys  to  measure  improvements  in  employee 
attitudes. 

The  above  items  are  not  all  inclusive  but  represent 
concerns  that  employees  considered  very  important 
and  of  immediate  interest.  Ideas  are  flourishing  and 
being  given  a great  deal  of  consideration  by  manage- 
ment and  employees  alike. 

Is  the  experiment  management  by  committee?  No. 
It  is  management  by  participation  because  all  em- 
ployees are  encouraged  to  voice  their  ideas  and 
recommendations  on  how  to  do  things  better. 
Managers  and  supervisors  consider  the  merits  of 
employee  ideas  and  recommendations  and  use  them 
to  arrive  at  the  best  possible  solution  to  a given 
problem.  Everyone  feels  that  they  are  contributing 
because  they  are  given  the  opportunity  to  have  their 
say. 

How  do  employees  feel  about  the  experiment? 
Employees  are  enthusiastic  because  they  now  have  an 
opportunity  to  make  significant  contributions  toward 
the  accomplishment  of  FAO  goals.  They  feel  that  they 
have  a stake  in  the  operation  and  its  overall  success  is 
the  direct  result  of  their  efforts. 

At  Santa  Barbara,  we  believe  in  participative  man- 
agement because  it  represents  a team  approach  to 
solving  problems. 


9.38  percent  rate 
set  for  savings  bonds 

DCAA  employees  looking  for  a good  investment 
may  want  to  consider  enrolling  in  the  Savings  Bond 
Program.  The  market-based  interest  rate  for  Series 
EE  Savings  Bonds  issued  between  Nov.  1,  1983  and 
April  30,  1984  is  9.38  percent  for  the  first  semiannual 
interest  period. 

This  is  the  third  semiannual  rate  to  take  effect  since 
market-based,  variable  rates  were  introduced  on  Nov. 
1,  1982,  and  represents  an  increase  from  the  May- 
October  rate  of  8.64  percent. 

Older  Series  EE  and  E Bonds  and  U.S.  Savings 
Notes  also  receive  the  new  market-based  rate  for  six 
month  interest-accrual  periods  starting  between  Nov.- 
1,  1983,  and  April  30,  1984,  Ortega  said.  All  Bonds 
must  be  held  at  least  five  years  from  their  date  of 
purchase  or  Nov.  1,  1982,  whichever  is  later,  to 
receive  the  variable  rate. 

The  market-based  rate  is  85  percent  of  the  market 
rate  on  Treasury  five-year  securities  during  the  pre- 
vious six  months.  The  rates  are  changed  semiannually, 
in  November  and  May.  Since  the  variable  rate  system 
went  into  effect  a year  ago,  sales  of  Series  EE  Bonds 
have  increased  by  29  percent,  while  redemptions  have 
declined  by  29  percent.  At  the  same  time,  the  value  of 
Bonds  outstanding  has  increased  by  $3  billion,  from 
$67.5  billion  in  September  1982  to  $70.5  billion  today. 

When  combined  with  the  previous  market-based 
rates  --  11.09  percent  from  November  1982  to  April 
1983  and  8.64  percent  from  May  to  October  1983  - the 
average  yield  for  the  three  periods  is  9.70  percent. 
This  average  is  part  of  the  market-based  formula  only 
for  eligible  bonds  issued  on  or  before  April  30,  1983. 
The  average  yield  changes  as  each  new  six-month  rate 
is  averaged  in  with  previous  semiannual  rates  earned 
from  Nov.  1,  1982,  or  the  issue  date  of  the  bond, 
whichever  is  later. 

DCAA  personnel  are  encouraged  to  consider  using 
payroll  deductions  to  buy  bonds  as  a convenient, 
economical  way  to  accumulate  savings.  The  bond 
program  has  been  around  so  long  that  many  govern- 
ment employees  have  stereotypedit  as  a “not-so-wise” 
way  to  save.  But,  the  variable  interest  rates  are 
competitive,  and  have  a “floor  rate”  of  7.5  percent  if 
held  for  five  years  or  more.  Among  other  purposes, 
bonds  are  excellent  for  setting  up  college  or  gift 
accounts  for  children  and  grandchildren. 
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Joe  Wilkerson 
receives  White 
House  award 


Joe  Wilkerson,  of  the  Buffalo  Branch  Office,  recently 
received  a performance  award  from  Director  C.  O. 
Starrett  during  a ceremony  at  Olive  Branch  IV, 
recognizing  Wilkerson’s  significant  audit  accomplish- 
ment as  reported  under  the  DoD/White  House  Achieve- 
ment Program. 

Wilkerson  was  the  auditor  responsible  for  the  single 
accomplishment  considered  during  this  reporting 
period  to  best  reflect  initiative  and  dedication  to  the 
Agency.  Through  Joe’s  efforts,  the  price  of  a signed 
firm-fixed-price  contract  was  voluntarily  reduced  by  a 
contractor  and  the  proposed  price  of  follow-on 
contract  was  significantly  reduced. 

Under  this  program,  Field  Audit  Offices  report 
significant  audit  accomplishments  to  the  regions, 
which  in  turn,  select  those  considered  to  be  especially 
noteworthy  for  reporting  to  DCAA  Headquarters. 
Headquarters  then  reviews  the  submissions  and  se- 
lects six  to  eight  audit  accomplishments  to  forward  to 
the  Assistant  Secretary  of  Defense,  Comptroller  for 
possible  inclusion  in  the  monthly  DoD  significant 
accomplishments  report  which  is  sent  to  the  president. 

The  Field  Audit  Office  submitting  accomplishments 
selected  for  reporting  to  the  White  House  receive  a 
plaque. 
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A look  into  the  future 


By  Peter  Roppolo 
Program  Manager 

Policy  Formulation  Division,  Headquarters 

Recent  Bulletin  articles  have  reported  the  status  of 
various  ad  hoc  study  groups  which  are  providing  input 
to  DCAA’s  Integrated  Information  System  (DIIS) 
under  the  Management/ Administrative  Systems  Steer- 
ing Committee  (M/  ASSC).  During  the  last  six  months 
I have  been  very  fortunate  to  participate  in  a major 
DCAA  study  that  could  dramatically  change  the  way 
we  now  perform  audits  and  document  our  audit  files. 

Under  the  M/ASSC,  the  Audit  File  Documentation 
Study  was  established  to  determine  (1)  whether  audit 
working  paper  forms  and  pro  forma  audit  programs 
now  in  use  by  the  field  are  effective  and  necessary,  (2) 
whether  standard  audit  programs  and  working  paper 
forms  should  be  implemented  Agency-wide,  and  (3) 
whether  long-range  potentials  for  automation  could 
be  identified  in  this  area.  Under  the  third  objective,  we 
specifically  studied  possible  automation  of  audit  perma- 
nent files,  automation  of  the  audit  program  drafting 
process,  and  other  possibilities  for  electronic  working 
papers. 

The  study  group  consisted  of  three  Branch  Managers 
(Newton  Davis,  Kent  Godfrey  and  David  Scheurman), 
two  Resident  Auditors  (Robert  Keri  and  Mike  Sanft), 
and  myself  as  a Headquarters  Program  Manager.  The 
areas  I would  like  to  discuss  here  are  audit  file  forms, 
audit  program  drafting,  and  electronic  working  papers. 
(Another  key  part  of  the  study,  the  permanent  files 
and  the  potential  for  automation  support  in  maintaining 
them  deserves  a separate  article  in  a future  Bulletin.) 

Audit  File  Forms 

The  group  found  that  the  typical  FAO  working 
paper  file  included  about  twenty  different  types  of 
forms.  There  were  wide  variations  among  the  FAOs 
but  in  most  cases  duplications  of  data  elements  were 
apparent.  We  also  noted  that  the  new  FAO  Assign- 
ment Control  System  (FACS)  permitted  elimination 
of  many  data  elements  currently  being  placed  on  such 
forms.  After  careful  consideration,  the  group  decided 
that  even  more  data  elements  - and  even  entire  forms  - 
could  be  eliminated  since  they  do  not  help  assure 


higher  quality  audit  work  in  a cost  effective  manner. 

The  group  then  drafted  a complete  new  set  of  audit 
file  forms  for  field  testing.  Our  basic  idea  was  to 
capture  as  economically  as  possible  the  minimum 
audit  quality  control  documentation  that  is  really 
needed  in  the  working  paper  file  regardless  of  the  type 
or  size  of  audit.  The  group  developed  audit  forms 
entitled  (1)  “Reviewer’s  Comments”  that  pertained  to 
audit  working  papers,  audit  program,  and  audit  report 
draft;  (2)  “ Audit  Leads”  that  included  type  of  audit, 
description,  supervisory  review,  and  disposition;  (3) 
“Supervisory  Guidance/Risk  Assessment”  that  included 
initial  audit  briefing,  rationale  as  to  scope  of  audit,  and 
interim  review  of  audit;  and  (4)  “Working  Paper 
Index.” 

Our  draft  set  of  forms  has  been  distributed  to  22 
selected  FAOs  for  a test.  The  preliminary  field  test 
results  have  been  very  encouraging. 

Audit  Program  Drafting 

The  group  found  that  thousands  of  audit  hours  are 
incurred  each  year  by  the  regional  offices  and  FAOs  in 
manually  preparing  and/or  modifying  audit  programs 
for  all  types  of  audits.  Pro  forma  programs  were  widely 
used,  but  not  widely  shared,  so  that  many  different 
people  were  maintaining  pro  formas  for  similar  types 
of  audit  assignments.  A few  field  audit  teams  seldom  if 
ever  used  pro  formas  to  save  time.  We  noted  also  that 
the  press  of  field  work  made  it  very  difficult  to  keep  the 
audit  programs  up  to  date.  These  observations  indicated 
the  need  for  new  methods  that  will  consistently  reflect 
current  Agency  auditing  standards  and  objectives  in 
our  audit  programs  with  less  repetitive,  redundant 
writing  effort  by  field  auditors. 

Individually,  the  regional  offices  and  FAOs  have 
developed  many  excellent  pro  forma  audit  programs. 
The  group  concluded,  however,  that  the  adoption  of 
pro  forma  audit  programs  Agency-wide  for  selected 
audit  assignments  would  improve  the  consistency  of 
audit  quality,  simplify  auditor  training,  and  reduce 
duplicative  effort  in  the  regional  offices  and  FAOs. 
Because  of  the  frequency  and  extent  of  changes 
required  by  CAM  revisions,  regional  instructions, 
DAR/FAR  changes,  field  experience,  new  contractor 
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situations,  and  auditor  suggestions,  we  also  conclude 
that  a central  focal  point  needs  to  be  established  to 
keep  these  Agency-wide  pro  forma  audit  programs  up 
to  date. 

The  group  carefully  reviewed  over  fifty  current 
DCAA  pro  forma  audit  programs.  Taking  what  we 
considered  the  best  from  each  sample,  we  drafted  13 
new  audit  programs  for  assignments  most  commonly 
used  in  the  FAO.  We  distributed  these  audit  programs 
to  the  same  FAOs  as  the  audit  file  forms  for  a field  test, 
and  solicited  regional  office  and  FAO  ideas  and  suggestions. 
Preliminary  test  results  show  that  field  auditors  find 
the  proposed  pro  forma  programs  to  be  effective, 
time-saving  professional  audit  tools. 

One  suggestion  received  that  should  improve  the 
pro  forma  audit  program  approach  is  to  start  each 
major  audit  program  section  (by  audit  phase  or  cost 
element,  for  example)  on  a separate  sheet  of  paper. 
Depending  on  the  overall  size  of  the  particular  assign- 
ment, individual  risk  assessment  considerations,  and 
the  resulting  scope  of  audit  decided  upon,  the  auditor 
could  put  together  his  or  her  draft  audit  program  for 
each  assignment  by  choosing  the  applicable  “modules” 
or  sections.  This  should  reduce  the  amount  of  tailoring 
work  required  to  properly  use  some  of  the  current 
omnibus-type  pro  forma  programs. 

Our  proposal  to  standardize  some  of  the  pro  forma 
audit  programs  now  being  used  is  only  aimed  at  saving 
audit  time  which  includes  streamlining  (but  not  elimi- 
nating) some  of  the  quality  control  steps  required 
such  as  updating  programs  for  new  guidance.  Such 
programs  in  no  way  replace  the  need  for  individual 
auditor  judgment  in  tailoring  the  program  to  the  job. 
Regardless  of  the  specific  mechanics  used,  it  is  crucial 
that  the  audit  program  drafting  process  must  result  in 
a mutual  understanding  between  the  auditor  and 
supervisor  as  to  the  scope  of  audit  needed  to  meet  the 
DCAA  audit  objectives  required  for  the  current 
assignment. 

The  Audit  File  Documentation  Study  group  envisions 
this  phase  of  pro  forma  audit  programs  to  be  only  a 
short-term  productivity-improving  opportunity.  The 
long-term  objective  is  to  establish  an  automated  audit 
program  drafting  system  that  will  permit  the  auditor  to 
obtain  a tailor-made  audit  program  draft  for  each 
assignment.  The  data  system  to  support  such  an  audit 
program  drafting  system  would  consolidate  all  current 
audit  guidance  and  reference  information  by  audit 
area,  and  also  tie  in  with  the  audit  permanent  file  data 
which  will  be  stored  for  each  contractor.  Thus,  the 
computer  system  would  use  current  audit  guidance, 


BCA  cases,  prior  audit  findings,  contractor  background 
data,  FAO  assignment  history,  etc.,  to  assist  the 
auditor  in  drafting  each  audit  program.  The  DCAA 
Project  Management  Group  will  be  working  toward 
automation  of  the  audit  program  drafting  process  as 
part  of  its  design  of  the  DCAA  Intergrated  Information 
System. 

Electronic  Working  Papers 

The  study  group  found  a tremendous  potential  for 
reducing  the  audit  time  required  to  prepare  working 
papers  once  a compatible  set  of  computer  hardware 
and  software  is  available  to  the  entire  audit  staff.  We 
noted  that  a variety  of  mechanized  pricing  and  cost 
projection  programs  are  already  being  developed  by 
auditors  at  some  locations,  using  the  various  computer 
resources  now  available.  For  example,  several  FAOs 
are  using  electronic  spread  sheets  such  as  Compu- 
Serve’s Financial  Analysis  and  Computerized  Tabula- 
tion System  (FACTS),  Visicalc,  Supercalc,  Multiplan, 
as  well  as  WEARS-type  computer  models  to  handle 
recurring  audit  calculations,  tabulations,  etc.  Time 
savings  are  being  realized  with  computers  in  computing 
questioned  costs,  verifying  contractors’  calculations, 
preparing  working  papers,  preparing  report  schedules, 
and  proofreading  audit  reports  at  some  locations. 

However,  since  these  programs  are  written  for 
specific  audits  or  contractors  or  different  computers, 
they  are  causing  the  creation  of  a multitude  of 
programs  which  have  similar  inputs  and  outputs,  but 
no  overall  system  of  control,  integration,  or  main- 
tenance. Obviously  any  benefits  from  these  programs 
are  greatly  reduced  until  these  capabilities  can  be 
made  available  to  all  potential  users. 

In  the  February  1984  issue  of  the  DCAA  Bulletin, 
Mr.  William  H.  Kraft,  Philadelphia  Regional  Special 
Programs  Manager,  reported  that  selected  FAOs  are 
already  testing  the  use  of  portable  microcomputers  in 
contract  auditing.  These  portable  computers  will 
complement  the  larger-scale  microcomputer  systems 
now  being  purchased  for  all  FAOs.  The  software  they 
are  testing  includes  a spread  sheet  program  (Miltiplan), 
a data  base  management  program  (dBASEH),  and  a 
word  processing  program  (MultiMate).  (A  graphics 
package  is  still  under  consideration.)  The  portable 
computer  project  should  help  us  develop  the  mecha- 
nisms needed  to  identify,  document,  catalog,  dis- 
seminate, and  control  all  software  programs  developed 
by  Agency  personnel. 
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With  the  continuing  evolution  of  electronic  working 
paper  preparation  in  DCAA,  auditor  productivity  will 
be  increased.  Auditors  facing  a problem  susceptible  to 
automation  may  consult  a compendium  of  previously 
developed  software  so  that  superfluous  programming 
steps  can  be  eliminated. 

Conclusion 

With  DCAA’s  planned  purchase  of  a significant 
number  of  computers,  reduction  and  simplification  of 
audit  file  forms,  automation  of  the  audit  program 
drafting  process,  and  increasing  use  of  electronic 
working  papers,  the  auditor  should  be  in  a better 
position  to  reduce  the  manual  efforts  required  in 
reviewing  price  proposals,  auditing  incurred  costs, 
and  completing  other  types  of  assignments  in  the 
contract  audit  mission.  This  undertaking  is  a big  step 
into  the  future.  In  the  meantime,  by  working  together, 
we  have  a chance  to  foster  the  kind  of  operating 
environment  where  this  orderly  change  can  occur.  Of 
course,  automation  will  fall  short  of  its  expected 
return  on  investment  if  manual  procedures  and  pro- 
cesses are  not  eliminated  or  streamlined  when  they 
become  obsolete  or  outmoded. 


OPM  update 

Children  born  out  of  wedlock  to  Civil  Service 
employees  who  are  now  deceased  are  now  eligible  for 
survivor  annuity  benefits  on  the  same  basis  as  other 
surviving  children,  as  the  result  of  a federal  court 
decision  in  the  District  of  Columbia. 

Hundreds  of  children  are  affected  by  the  Court’s 
1978  ruling,  and  many  of  them  are  eligible  for  benefits, 
the  amount  of  which  will  vary  according  to  the 
provisions  of  the  retirement  law. 

A provision  of  the  Civil  Service  survivor  annuity 
law,  which  restricted  survivor  benefits  to  those 
“illegitimate”  children  who  were  “living  with”  their 
Civil  Service  parent  at  the  time  of  the  parent’s  death, 
has  been  declared  unconstitutional.  Judge  Charles  R. 
Richey  of  the  District  of  Columbia  federal  district 
court  ruled  that  all  “illegitimate”  children  whose  Civil 
Service  parent  died  on  or  after  Feb.  24,  1972,  are 
entitled  to  retroactive  benefits  which  the  Office  of 
Personnel  Management  improperly  denied  them. They 
may  also  be  entitled  to  future  monthly  benefits  as  well. 

Persons  who  think  they  may  be  eligible  for  benefits 
or  who  know  about  children  who  may  be  eligible  for 
benefits  should  write  or  call  P.O.  Box  16,  Washington, 
D.C.  20004,  202-632-6853. 


Tab  Tsukuda 


Tsukuda  named 
Auditor  Trainee 
of  the  Year 

Tab  Tsukuda,  of  the  San  Francisco  Region,  was 
recently  presented  the  Outstanding  Auditor  Trainee 
of  the  Year  award.  Tsukuda  was  selected  for  this 
honor  out  of  approximately  300  eligible  trainees 
during  1983. 

The  DoD  Comptroller,  Vincent  Puritano  invited 
Tsukuda  to  his  office,  praising  him  for  his  individual 
efforts  and  emphasizing  the  important  role  all  new 
employees  play  in  the  success  of  the  audit  mission. 

In  making  the  presentation,  Mr.  Starred  also  noted 
that  Mr.  Tsukuda,  along  with  the  other  auditor 
trainees,  enabled  the  Agency’s  professional  audit 
group  to  combat  waste,  fraud,  and  abuse  in  Govern- 
ment contracting  by  issuing  over  57,000  audit  reports 
a year  that  questioned  many  billions  of  dollars. 

Tsukuda  holds  a Bachelor  of  Science  in  Business 
from  California  State  University,  and  in  1982  passed 
all  parts  of  the  CPA  examination. 
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from  Office  of  Assistant  Director 
Policy  and  Plans 


Audit  Guidance  Roundup 

Accounting  and  auditing  guidance  issued  in  recent 
periods  includes: 

- Banked  vacation  costs  computed  using  the  wage 
rate  provisions  of  CAS  408  should  be  carefully 
reviewed  under  the  reasonableness  provisions  of 
DAR  15-201.3.  Where  the  contractor’s  history  shows 
that  banked  vacations  will  not  be  taken  within  one 
year,  accrued  costs  should  be  discounted  to  reflect 
the  time  value  of  money.  (PAD- 171,  12/30/83) 

- Although  DAC  76-45  eliminated  the  Contractor’s 
Weighted  Average  Share  (CWAS)  concept  from  DAR 
effective  30  June  1983,  CWAS  continues  to  be 
applicable  to  indirect  costs  for  a contractor’s  fiscal 
year  that  includes  30  June  1983  and  for  all  prior  years 
for  which  the  contractor  was  CWAS  qualified.  Con- 
versely, the  CWAS  concept  can  not  be  used  as  a basis 
for  accepting  the  reasonableness  of  indirect  costs  for 
future  fiscal  years.  (PAD-124,  9/26/83) 

- Final  overhead  audits  and  the  settlement  of  final 
overhead  rates  should  not  be  delayed  in  anticipation 
of  a revision  to  DAR  15-205.37  revising  the  allowability 
of  selling  and  marketing  costs  for  foreign  military 
sales.  A new  or  revised  cost  principle  is  applicable  only 
to  contracts  issued  after  the  date  it  is  incorporated 
into  the  DAR.  (PAD-148,  11/16/83) 

- Where  allowable  costs  are  limited  to  the  present 
value  of  future  payments,  auditors  must  ensure  that 
contractors  who  maintain  insurance  reserves  on  a 
perpetual  inventory  basis  do  not  recover  additional 
costs  by  claiming,  as  an  expense,  any  shortages 
resulting  from  the  difference  between  reserves  at  the 
discounted  amount  and  actual  payments  made.  (PAD-2, 
1/4/84) 

- Transfers  of  material  from  one  contract  to  another 
should  be  valued  at  the  same  cost,  including  applicable 
overhead,  that  was  assigned  to  the  initial  contract. 
When  G&A  expense  is  included  as  part  of  the  cost  of 
product  inventory,  material  transfers  should  be  priced 
using  the  G&A  rate  applicable  to  the  period  in  which 
the  material  was  purchased/manufactured.  When 
G&A  expense  is  not  included  as  part  of  the  product 
inventory  cost,  the  G&A  rate  applicable 
to  the  period  in  which  the  items  are  issued  to  final  cost 
objectives  may  be  used  to  determine  G&A  expenses 


applicable  to  issues  of  stock  items.  (PAD-131, 10/21/83) 

-Unreasonable  costs  may  be  charged  to  govern- 
ment contracts  where  contractors  use  state  rates,  as 
prescribed  in  CAS  416.50(a)(ii),  to  compute  the 
present  value  of  self-insured  losses  when  the  amount 
of  future  liabilities  is  fixed  or  reasonably  certain.  The 
difference  between  amounts  computed  using  state 
rates  and  those  computed  using  the  Secretary  of  the 
Treasury  interest  rate  in  effect  at  the  time  the  loss  is 
recognized  should  be  questioned  as  unreasonable 
under  DAR  15-201.3.  (PAD-14,  2/16/84) 

DAR  Section  XV-2  Subcommittee 

The  DAR  Council  recently  approved  XV-2  Sub- 
committee recommendations  to  ( 1 ) add  a cost  principle 
making  goodwill  explicity  unallowable  (DAR  15-205.53) 
and  (2)  revise  DAR  15-205.6(m)  to  limit  allowable 
costs  for  compensated  personal  absence  (banked 
vacations)  to  the  sum  of  each  employee’s  hours 
earned  multiplied  by  the  employee’s  pay  rate  in  effect 
at  the  time  of  initial  entitlement.  The  XV-2  Sub- 
committee has  also  recommended  to  the  DAR  Council 
that  revisions  be  made  to  (1)  DAR  15-205. 16(a)(4)  to 
limit  the  discount  rate  applied  to  self-insurance  liabilities 
to  the  interest  rate  determined  by  the  Secretary  of  the 
Treasury,  (2)  DAR  15-205.46  to  make  air  fare  costs  in 
excess  of  coach  or  standard  fares  explicity  unallowable 
except  under  specified  conditions  which  the  contractor 
must  justify  and  document,  and  (3)  FAR  31.105  to 
permit  the  contracting  agency  to  specify  the  use  of  a 
particular  equipment  rate  schedule  or  any  part  thereof 
in  pricing  Government  construction  and  architect- 
engineer  contracts.  The  XV-2  Subcommittee  is  currently 
considering  changes  to  cost  principles  covering  employee 
rebates  and  purchase  discounts,  lobbying  and  political 
activities,  business  combinations  and  mergers,  the 
Economic  Recovery  Act  of  1981  (depreciation),  the 
applicability  of  G&A  on  unallowable  costs,  and  ADPE. 

Mandatory  Annual  Audit  Requirements 

MAARs  No.  5,  which  describes  the  review  of 
unusual  journal  entries,  has  been  revised  (PFD-16, 
2/22/84).  The  previous  version  referenced  the  contrac 
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tor’s  trial  balance  rather  than  the  general  ledger  as  the 
record  to  review  in  identifying  unusual  journal  entries 
which  may  reflect  income/credits  to  which  the  Govern 
ment  may  be  entitled.  Since  the  trial  balance  is  a 
secondary  record,  it  should  not  be  the  sole  source  of 
reliance  for  this  review.  Therfore,  the  general  ledger 
should  be  used  when  performing  a review  of  unusual 
journal  entries. 

As  the  application  of  MAARs  continues,  we  expect 
that  additional  refinements  to  the  descriptions  will  be 
required.  We  welcome  any  suggestions  for  clarifying 
or  improving  the  descriptions  as  the  need  arises. 

DAR  Pricing  Subcommittee 

The  Defense  Acquisition  Regulatory  Council 
determined  a need  for  review  of  existing  DAR  coverage 
on  economic  price  adjustments.  An  ad  hoc  group  was 
established  to  study  this  subject  and  report  to  the 
Council.  The  ad  hoc  group’s  final  report  included 
changes  which  would  tend  to  increase  the  number  of 
contracts  containing  EPA  clauses.  For  example, 
dollar  thresholds  and  minimum  time  period  require- 
ments would  be  reduced,  and  ceilings  on  aggregate 
price  increases  would  be  eliminated. 

Ad  hoc  group  recommendations  were  forwarded  to 
the  DAR  Pricing  Subcommittee  for  consideration 
and  comment.  Although  the  Pricing  Subcommittee 
agreed  with  the  need  for  change,  it  recommended 
major  changes  to  the  proposed  coverage  on  economic 
price  adjustments  applicable  to  both  formally  advertised 
and  negotiated  contracts.  Established  price,  index, 
and  actual  cost  EPA  clauses  would  be  available  for  use 
in  contracts  exceeding  five  million  dollars  and  24 
months  in  duration.  Actual  cost  clause  adjustments 
would  be  limited  to  only  direct  material  costs,  and 
there  would  be  a 10  percent  ceiling  on  aggregate 
adjustments.  DCAA  is  a member  of  the  Pricing 
Subcommittee  and  was  a significant  contributor  to  the 
final  report.  DAR  Council  action  on  this  recom- 
mendation has  been  delayed  by  FAR  project  activity. 

Responses  to  GAO  & DoD  IG  Reports 

DCAA  Regulation  7640.12,  “Followup  on  Audit 
Reports  Concerning  Defense  Contract  Audit  Agency 
Operations,”  has  been  revised  to  establish  the  Policy 
Liaision  Division  as  focal  point  for  all  GAO  and  DoD 
IG  reports  which  affect  DCAA  operations.  Specific 
procedures  for  responding  to  GAO  reports  are  provided 


by  CAM  12-502.  PLD  will  obtain  data  and  comments 
from  all  affected  field  activities  and  prepare  written 
responses  to  DoD  IG  reports. 

DCAA  to  DoD  IG? 

During  November,  Congressman  Tim  Valentine 
(NC)  introduced  HR  4568  which  would  transfer 
DCAA  to  the  DoD  IG.  The  bill  has  been  referred  to 
the  House  Committee  on  Government  Operations 
and  Armed  Services.  Hearings  have  not  been  scheduled. 
Senator  Jim  Sasser  (TN)  is  planning  to  introduce 
legislation  which  would  amend  PL  95-452  and  include 
DCAA  as  part  of  the  DoD  IG.  DoD  has  formally 
expressed  its  opposition  to  the  Valentine  proposal 
and  is  expected  to  oppose  the  Sasser  bill  as  well. 

DoD  IG  Activity 

The  DoD  IG  requested  that  DCAA  provide  sugges- 
tions for  IG  audit  reviews  during  the  period  April  1, 
1984  — Sept.  30,  1986.  Four  were  provided: 

• Review  the  reimbursable  billing  program  to  de- 
termine whether  direct  funding  would  be  cheaper 
than  the  current  system  of  interagency  billings. 

• Determine  how  well  DoD  is  represented  in 
litigation  of  contract  disputes. 

• Review  the  impact  of  “revolving  door”  personnel 
practices  on  DoD. 

• Review  and  trace  DCAA  referrals  of  suspected 
irregular  conduct  to  their  ultimate  disposition. 

The  DoD  IG  has  issued  two  oversight  reports  on 
DCAA  operations.  The  first  concerns  DCAA  access 
to  contractor  records  and  the  second  addresses 
DCAA  reporting  of  fraud  or  illegal  acts.  DCAA  does 
not  concur  with  most  of  the  recommendations  made. 
An  additional  report,  on  the  topic  of  reported  net 
savings,  should  soon  be  issued  in  draft  form. 

The  DoD  IG  has  issued  a draft  revision  of  DoD 
7600.2,  “Audit  Policies.”  DCAA  furnished  comments 
on  sections  dealing  with  access  to  contractor  records, 
standards  of  conduct  for  DoD  employees  and  the 
providing  of  satisfactory  facilities  for  the  DoD  IG  staff. 
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Post-award  review  of  labor  and  travel  costs 


By  A.  Pancamo 
Boston  Region 

The  auditor’s  post  award  review  of  a firm-fixed- 
price  proposal  is  the  government’s  last  chance  to 
recover  unfair  and  excessive  costs  due  to  a contrac- 
tor’s failure  to  disclose  current,  complete,  and  accurate 
data  at  the  date  of  price  agreement. 

Accordingly,  such  reviews  are  a high  priority  within 
DCAA,  second  only  to  forward  pricing  reviews. 
Noncurrent  and  incomplete  cost  data  can  be  un- 
covered in  various  ways  in  post  award  reviews  of 
labor  and  travel  costs. 

Proposed  labor  costs  are  based  on  either  experience 
or  estimates  considering  specific  tasks  to  be  performed. 
In  either  instance  the  auditor  must  ask  the  question, 
“Did  the  contractor  furnish  the  government  all  ac- 
curate, complete  and  current  cost  or  pricing  data?” 
The  auditor  can  verify  the  accuracy  of  the  certified 
historical  hours  used  in  estimating  proposed  hours  to 
accounting  records.  He  or  she  can  examine  journal 
entries  for  labor  cost  transfers  after  the  date  of 
agreement  on  price  that  may  indicate  erroneous 
historical  costs  proposed.  But  how  can  the  auditor  be 
sure  that  all  complete  and  current  historical  labor 
costs  for  the  same  or  similar  effort  were  furnished? 

One  method  that  can  highlight  incomplete  or  non- 
current  data  is  the  comparision  of  negotiated  labor 
costs  with  actual  labor  costs  at  the  completion  of  a 
contract.  If  actual  costs  at  completion  are  significantly 
less  than  negotiated,  this  may  indicate: 

• a failure  to  disclose  decisions  to  purchase  parts 
instead  of  making  them; 

• the  nondisclosure  of  new  and  improved  manufac- 
turing processes  that  could  reduce  production  time; 

• a failure  to  disclose  the  use  of  lower  paid 
employees  to  perform  tasks; 

• a proposal  for  labor  setup  costs  for  each  part 
even  though  all  parts  are  manufactured  in  one  produc- 
tion run; 

• a failure  to  update  historical  hours  at  the  date  of 
agreement  on  price;  or 

• a failure  to  furnish  historical  hours  that  indicate 
improvement  in  learning. 

Many  times,  however,  the  auditor  is  faced  with  a 
situation  in  which  the  proposed  price  is  based  on 


estimates  and  the  contractor  has  submitted  no  history. 
In  these  cases  the  auditor  should  examine  the  DD 
Form  633,  Item  No.  IV,  where  the  contractor  is 
required  to  state  whether  it  has  been  awarded  any 
contracts  or  subcontracts  for  the  same  or  similar 
items  within  the  past  three  years.  If  it  has,  the 
contractor  must  identify  prior  items,  customers,  and 
contract  numbers.  An  auditor  can  trace  this  infor- 
mation to  prior  DD  Form  633s  and  applicable  account- 
ing records  and  then  compile  a complete  history.  This 
audit  approach  has  proven  effective  in  a review  of 
“ground  support  equipment  test  consoles,”  where  the 
contractor  based  its  proposed  hours  on  estimates 
considering  detail  tasks  to  be  performed.  By  reviewing 
prior  DD  633s,  the  auditor  determined  that  as  many  as 
14  consoles  were  manufactured  before  the  date  of 
agreement  on  price  and  with  a significant  hour 
reduction  each  time  due  to  increased  learning.  The 
recommended  price  adjustment  sustained  was  $3.6 
million. 

Other  audit  steps  that  can  aid  the  auditor  in 
uncovering  noncurrent  or  incomplete  cost  data  are: 

• examining  written  make/buy  committee  reports 
for  decisions  on  making  or  purchasing  parts; 

• reviewing  the  minutes  of  board  of  directors 
meetings  or  correspondence  on  capital  expenditures 
for  new  machinery; 

® comparing  proposed  tasks  with  work  orders  or 
production  reports  to  determine  the  quantity- 
(production  run)  in  which  parts  are  manufactured; 

• examining  accounting  records  and  comparing 
labor  costs  incurred  at  the  date  of  agreement  on  price 
to  identify  the  use  of  lower  paid  temporary  help  or 
other  employees  not  disclosed  by  the  contractor; 

• updating  historical  hours  identified  by  the 
contractor  to  determine  the  impact  on  improvement 
curves  or  other  estimating  approaches;and 

• maintaining  and  reviewing  contractor  news- 
letters which  may  extol  new  manufacturing  processes 
or  machinery  that  reduce  manufacturing  cost. 

Proposed  travel  costs  generally  consist  of  air  fare, 
per  diem,  lodging,  car  rental,  subsistence,  moving 
expenses,  etc.  In  most  instances,  these  costs  are 
based  on  experience  or  estimates  based  on  the 
number  of  employees  traveling,  number  of  days  in 
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travel  status,  current  air  fares,  and  written  company 
directives  regarding  allowable  reimbursable  travel 
costs. 

In  addition  to  verifying  the  accuracy  and  currency 
of  submitted  historical  travel  costs  and  comparing 
proposed  costs  to  company-published  allowances, 
the  auditor  must  determine  if  the  contractor  furnished 
all  complete  travel  cost  data  at  negotiations. 
Examining  travel  expense  reports  available  at  the  date 
of  agreement  on  price  of  those  employees  under  the 
contract  being  reviewed  may  yield  some  significant 
information.  The  auditor  can  compare  types  of  ex- 
penses proposed  to  those  incurred.  In  these  instances, 
examinations  of  employee  travel  expense  reports 
could  indicate  that  the  contractor  failed  to  furnish 
complete  cost  data: 

1 . Proposed  lodging  costs  were  based  on  company- 
published  maximum  allowances  for  hotel  accommoda- 
tions, but  before  the  date  of  agreement  of  price,  the 
employee  entered  a short-term  lease  for  significantly 
less  than  the  amount  proposed. 

2.  Lodging  was  proposed,  but  the  employee  was 
accommodated  free  on  an  aircraft  carrier. 

3.  The  contractor  proposed  cross-country  air 
fare  cost,  however,  the  employee  was  already  at  the 
site  and  air  fare  had  been  reimbursed  under  a prior 
contract. 


4.  The  cost  for  moving  household  goods  was 
proposed,  but  a lease  was  signed  for  a furnished 
apartment  before  the  date  of  agreement  on  price. 

5.  The  contractor  proposed  relocation  costs  for 
employee  and  family,  but  only  the  employee  was  in  a 
travel  status. 

6.  The  contractor  proposed  basic  coach  air  fare, 
but  the  employee  had  obtained  a “supersaver”  fare. 

A review  of  travel  expense  reports  need  not  be 
limited  to  those  issued  before  the  date  of  agreement 
on  price.  If  no  expense  reports  are  available  before  the 
date  of  agreement  on  price,  the  auditor  can  examine 
subsequent  expense  reports.  This  can  reveal  em- 
ployees whose  work  can  be  traced  to  time  sheets  and 
other  accounting  records  to  determine  whether  they 
were  already  in  a travel  status  on  other  contracts  and 
whether  moving  expenses  and  air  fare  costs  were 
already  paid  for  under  the  other  contract. 

These  are  but  a few  examples  intended  to 
highlight  areas  for  potential  defective  pricing  and  fuel 
the  thought  process.  Unlimited  types  of  excessive 
costs  may  be  uncovered  by  an  auditor  who  demands 
to  be  completely  satisfied  that  a contractor  has 
disclosed  current,  complete,  and  accurate  data  at  the 
date  of  agreement  on  price. 


Productivity  for  health  and  happiness 


By  Richard  Fitzgerald 
Boston  Region 


“Investigate  methods  to  increase 
DCAA  productivity  and  improve 
management  effectiveness,”  Vincent 
Puritano  instructed  in  his  seventh 
“initiative”  to  DCAA.  It  oiled  the 
cogs  of  my  thinking  machine. 

I remembered  reading  some- 
where that  productive  people  are 
happy  people  who  are  satisfied 
and  find  reward  in  their  own  effort, 
and  that  satisfaction  is  certainly 
an  important  ingredient  for  good 
mental  health.  I like  the  idea  of 
being  healthy  and  happy,  and  you 
probably  do  too.  So,  does  the 


philosophy  mean  that  the  more 
productivity  there  is,  the  happier 
and  healthier  we’ll  all  be?  Under 
the  right  circumstances,  maybe 
so! 

Let’s  begin  by  thinking  about 
what  factors  motivate  highly  pro- 
ductive people  with  high  produc- 
tivity and  then  consider  how  moti- 
vation principles  can  be  applied  to 
increase  our  own  productivity  with- 
out sacrificing  quality. 

The  priorities  of  today’s  workers 
have  changed.  People  are  no  longer 
motivated  by  pay  alone;  they  also 
seek  important  intangibles  and 
yearn  for  increased  self-esteem. 
Studies  by  Fredrick  Herzberg,  re- 
ported in  his  book,  The  Motivation 


to  Work,  have  determined 
that  five  factors  motivate  people 
to  be  satisfied  and  happy  with 
their  jobs,  thus  influencing  produc- 
tivity: achievement,  responsibility, 
recognition,  advance- 
ment, and  interesting  work.  These 
factors  revolve  around  the  idea 
that  people  want  to  grow  and 
develop  professionally  in  their 
work.  It  may  come  as  a surprise  to 
you  that  people  can  derive  a secure 
sense  of  being  loved  from  the 
admiration  and  respect  generated 
by  their  work. 

The  results  of  Herzberg’s  study 
of  motivational  factors  was  further 
substantiated  by  extensive  inter- 
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views  with  supervisors  in  business 
and  government.  These  supervi- 
sors agreed  that  no  matter  how 
fairly  people  are  treated  or  how 
pleasant  their  working  conditions, 
they  do  not  really  do  their  best 
until  they  have  freedom  to  show 
their  ability.  This,  in  turn,  takes 
challenging  tasks,  full  responsibility, 
and  recognition  of  successful  work. 
When  these  requisites  were  pro- 
vided, the  result  was  improved 
performance  by  employees,  who 
worked  harder  and  more  effective- 
ly, and  who  put  in  longer  hours 
with  greater  enthusiasm. 

Let’s  define  Herzberg’s  five 
motivational  factors  to  avoid 
ambiguity.  Achievement  includes 
the  successful  completion  of  a 
job,  finding  solutions  to  problems, 
and  seeing  the  results  of  one’s 
work.  Responsibility  involves 
controlling  one’s  own  job,  per- 
forming without  supervision, 
taking  on  additional  duties  without 
any  known  immediate  advance- 
ment, and  being  willing  to  be  held 
accountable  for  the  work  of  sub- 
ordinates.  Recognition 
is  having  your  good  work  acknow- 
ledged and  complimented  in  some 
way;  or  a pat  on  the  back  from  a 
supervisor  or  associate.  Advance- 
ment simply  means  promotion. 
Interesting  work  demands  variety 
as  opposed  to  routine,  creativity 
as  opposed  to  stultification, 
and  challenge  as  opposed  to  repeti- 
tiveness. 

Obviously,  no  supervisor  can 
press  a button  and  cause  workers 
to  jump  in  response.  It  is  possible, 
however,  for  almost  any  supervisor 
to  arrange  factors  so  that  motiva- 
tional principles  can  operate 
successfully.  For  example: 

• Match  work  with  employees 
to  create  an  opportunity  for  achieve- 
ment and  encourage  people  to 
extend  themselves.  If  workers  can 


meet  the  challenge  presented  by  a 
complex  task,  they  will  experience 
the  pride  of  achievement. 

• Give  the  workers  the  freedom 
they  need  to  show  their  capabilities. 
Don't  oversupervise.  A supervisor 
can  develop  more  responsible  peo- 
ple by  using  the  principle  of  partici- 
pation; as  people  come  to  share  in 
problem-solving  and  decision-mak- 
ing, their  sense  of  responsibility 
increases. 

• Give  prompt,  clear  recognition 
for  employee  achievements  - wheth- 
er on  a specific  project  or  a long, 
combined,  sustained  effort.  Nothing 
in  the  rules  or  regulations  of  any 
government  agency  prevents  a 
supervisor  from  recognizing  the 
good  work  of  employees;  in  fact, 
of  all  the  responsibilities  a super- 
visor has,  this  one  is  more  easily 
exercised  than  any  others. 

• Help  employees  advance  by 
reflecting  improvements  in  their 
performance  evaluations  which  con- 
trol promotions. 

• Rearrange  work  so  that  each 
job  is  made  as  interesting  as  possi- 
ble for  each  person  and  so  workers 
won’t  stagnate  or  monopolize  on 
type  of  job. 

Although  we  know  the  motiva- 
tional factors  and  have  some  idea 
of  how  to  implement  them  stopping 
here  would  be  like  giving  your 
spouse  a present  without  following 
it  it  up  with  an  “I  love  you.”  In  this 
same  vein,  it  is  interesting  to  note 
that  except  for  advancement,  none 
of  the  demanded  motivational  fac- 
tors is  a tangible  economic  benefit. 
Rather,  each  is  either  a subtle  or 
direct  manifestation  of  the  need 
for  self-esteem.  To  build  self-esteem 
supervisors  must  instill  in  workers 
a sense  of  confidence  and 
competence  - not  because  making 
workers  feel  good  is  nice,  but 
because  it  is  necessary.  Mediocre 
performance,  chronic  absenteeism, 


and  other  symptoms  of  work  mal- 
aise are  not  good  business. 

In  learning  how  to  reinforce  em- 
ployee self-confidence,  the  import- 
ant thing  to  remember  is  that 
people  are  motivated  to  work  at  a 
level  consistent  with  their  percep- 
tions of  self-competency  toward  a 
given  task.  If  a supervisor  continu- 
ally tells  workers  that  they  are 
incomptetent  (steering  large  or 
complex  assignments  away  is  an- 
other way  of  saying  you’re 
incompetent),  the  workers  are  like- 
ly to  live  up  to  that  expectation. 
On  the  other  hand,  if  the  supervisor 
encourages  feelings  of  competency, 
employees  will  be  more  motivated 
to  perform  the  specific  task  and 
the  overall  job  well  because  they 
behave  in  tune  with  their  self- 
perceptions. Unfortunately,  many 
employees  hear  from  supervisors 
most  often  when  something  goes 
wrong,  even  though  research  indi- 
cates that  workers  would  be  far 
more  motivated  to  do  excellent 
work  if  supervisors  interacted  with 
them  at  least  as  frequently  when 
things  go  right.  Remember,  the 
more  competent  people  feel,  the 
more  competently  they  perform. 

The  conclusion  we  can  draw  is 
that  a successful  supervisor  is  one 
who  can  create  high  performance 
expectations  for  subordinates  to 
fulfill.  They  set  challenging  goals, 
support  employees,  and  provide 
them  with  clear,  attainable  steps 
to  improved  performance.  Con- 
sequently, employees’  intangible 
motivational  needs  are  met  and 
the  response  is  a healthy,  happy, 
highly  productive  employee. 


Editor’s  note:  The  views  con- 
tained in  the  above  article  are 
strictly  those  of  the  author. 
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Professional  activities 


HEADQUARTERS 

Stephen  W.  Austin,  program  manager,  spoke  on 
“Government  Contract  Auditing”  before  the  National 
Contract  Management  Association, 
Washington  Chapter  and  was  a guest  speaker  for  “3rd 
Contract  Claims,  Litigation  and  Remedies  Course”  at 
the  Judge  Advocate  General’s  School, 
US  Army. 

ATLANTA 

Dorothy  E.  Bernay,  auditor,  Pratt  & Whitney 
Aircraft  Resident  Office,  W.  Palm  Beach,  FL,  received 
a certificate  “Certified  Cost  Analyst”  from  the 
Institute  for  Cost  Analysts. 

BOSTON 

Patrick  C.  Eisenman,  junior  auditor  at  the 
Sikorsky  Resident  Office,  received  a Master  of 
Business  Administration  at  the  Sacred  Heart  Uni- 
versity. 

Kenneth  E.  Deminski,  senior  auditor,  at  the 
Raytheon  Service  Co.  Suboffice,  is  teaching  “Data 
Processing”  at  Northern  Essex  Community 
College  and  also  is  teaching  “Intermediate 
Accounting  II  at  Franklin  Pierce  College. 

Harriet  Coorssen,  auditor,  Hazeltine  suboffice, 
is  teaching  a seminar  on  financial  management  at 
Suny  Agric.  & Tech.  College,  Farmingdale,  N.  Y. 
CHICAGO 

Donald  E.  Ohmes,  auditor,  at  McDonnell  Douglas 
Automation  Company,  is  speaking  at  Southeast 
Missouri  State  University  on  “EDP  Application 
Controls.” 

Thomas  A.  Phillips,  auditor  trainee,  Chicago 
Region,  passed  the  CPA  examination  in  Missouri. 

Richard  Bowman,  supervisory  auditor,  at  Williams 
International  Suboffice,  was  awarded  “Certified  Cost 
Analyst”  in  January  1984. 

Francis  A.  Leonatti,  auditor,  at  the  Detroit 
Suboffice  Branch,  was  awarded  “Certified  Cost 
Analyst”  in  October  1983. 

LOS  ANGELES 

Patrick  D.  Mirch, regional  director,  Los 
Angeles  Region,  gave  a speech  on  “DCAA 
Initiatives  in  Audit  of  Government  Contractors” 
before  the  AGA,  San  Diego  Chapter  1984 
Education  Conference. 


Nathan  Burleson  Jr.,  branch  manager,  at  Ingle- 
wood Branch  Office,  received  a Master  of  Arts 
Degree  at  the  Central  Michigan  University. 

Janis  A.  Daedlow,  staff  auditor,  at  Los  Angeles 
Regional  Office,  passed  the  CPA  examination  in 
California. 

Ursula  Y.  Quon,  auditor,  San  Diego  Branch 
Office,  passed  the  CPA  examination  in 
California. 

Nathan  S.  Lokos,  auditor  trainee  at  Lockhead 
California  Resident  Office,  Burbank,  CA,  passed  the 
CPA  examination  in  Virginia. 

SAN  FRANCISCO 

David  Elk,  auditor,  San  Francisco  Region  passed 
the  CPA  examination  in  California. 

Linda  R.  Hovey,  auditor,  CDC  Suboffice,  St.  Paul 
Branch,  is  coordinator  and  instructor  of  “Funda- 
mentals of  Accounting,”  at  the  Small  Business  Socio- 
Economic  Committee  - AGA,  also  teaching  “Tax 
Preparation”  at  Tax  Payers  Assistance  Program  - 
Minnesota  Accounting  Aid  Society/ AGA. 

Benson  Jung,  senior  auditor,  San  Francisco 
Region,  received  a degree  in  Master  of  Business 
Administration,  at  the  San  Francisco  State 
University. 

Warren  H.  K.  Lum,  auditor,  Honolulu  Branch  Office, 
discussed  working  for  DCAA  with  students 
of  the  University  of  Hawaii  during  annual  Student 
Night  activities,  AGA  and  University  of  Hawaii/ 
Manoa. 

Peter  McCormack,  auditor,  at  the  Honolulu 
Branch  Office,  discussed  working  for  DCAA  with 
students  of  the  University  of  Hawaii  during  annual 
Student  Night  activities,  AGA  and  University  of 
Hawaii/Manoa. 

Curtis  P.  Savstrom,  auditor,  St.  Paul  Branch 
Office,  participated  in  the  Taxpayers  Assistance 
Program  preparing  tax  returns  for  low  income  families, 
sponsored  by  the  Minnesota  Accounting  Aid  Society. 

Bernard  Topf,  regional  director,  San  Francisco 
Region  gave  a speech  on  “DCAA  Organization  and 
Mission,”  before  the  Naval  Facilities  Engineering 
Command,  OICC,  Pearl  Harbor, 
SUPSHIPS,  and  Naval  Supply  Center  Pearl 
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Harbor,  Hawaii,  as  well  as  to  the  Corps  of  Engineers, 
Pacific  Division,  Honolulu;  and  U.S.  Army  Head- 
quarters Command,  Hawaii 

Lewis  A.  Emmons,  supervisory  auditor, 
Seattle  Branch  Office,  spoke  on  “The  Role  of  DCAA 
in  Government  Contracting,”  to  the  Small  Business 
Administration  8(a)  Contractors. 

Robert  E.  Genereux,  senior  auditor,  at  the 
Minneapolis  Branch  Office,  spoke  at  the  Corps  of 
Engineers  Contract  Administration  Seminar  on 
“Home  Office  G&A  for  Construction  Contracts.” 
Robert  S.  Keri,  resident  auditor,  Martin 
Marietta,  Denver,  held  a workshop  on  “Federal 
Government  Contract  Auditing,”  before  the 


National  Contract  Management  Association, 
Denver  Chapter. 

Frank  D.  Kovalchek,  auditor,  Puget  Sound 
Branch  Office,  passed  the  CPA  examination  in 
Washington. 

George  Littlefield,  auditor,  Phoenix  Branch 
Office,  passed  the  CPA  examination  in  Arizona. 

Stephen  K.  Wesp,  senior  auditor,  Aerojet  Resident 
Office,  Sacramento,  CA,  spoke  on  the  “Alternative  to 
the  Big  8,”  before  the  Beta  Alpha  PSI,  California  State 
University. 

James  Wifler,  auditor,  Phoenix  Branch  Office, 
passed  the  CPA  examination  in  Arizona. 

Lance  Lee,  a junior  auditor  at  the  FMC 
Resident  Office,  San  Jose,  CA,  passed  the  May  1983 
CPA  examination  in  the  state  of  California. 


KEEP  UP  IN  A 
CHANGING 
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New  Catalog 

Superintendent  of  Documents 
Washington,  D.C.  20402 


Take  advantage  of  the  wealth  of 
knowledge  available  from  your 
Government.  The  U.S.  Government 
Printing  Office  has  just  produced 
a new  catalog.  It  tells  about  the 
most  popular  books  sold  by  the 
Government — nearly  1,000  in  all. 
Books  on  business,  children, 
energy,  space,  and  much  more. 

For  a free  copy  of  this  new 
catalog,  write — 
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